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On Aug. 1, the Argentine government declared a two-day bank holiday, and announced the
imminent implementation of a series of new measures designed to reduce inflation, curb the public
deficit and increase private investment. On Aug. 2, the holiday was extended to Wednesday. The
bank holiday was implemented in an effort to discuss the policy changes with representatives
of affected economic groups prior to imposition of the whole package. The economic measures
include: a 30% price hike for fuels; a 10 to 15% currency devaluation; further import tariff reductions;
new regulations to reduce the gap between parallel and official exchange rates; a "pact" with
the private sector to limit price hikes; and further personnel cutbacks in state enterprises. The
government had also intended to reimpose export taxes as a means to increase public revenues
and thus reduce the fiscal deficit. However, when the agriculture minister threatened to resign
on Aug. 1, the government's economic team apparently decided to temporarily drop export taxes
as a policy option. President Raul Alfonsin's administration has been subjected to increasingly
rigorous demands by the International Monetary Fund and creditor commercial banks. The new
policy guidelines were recommended by the IMF during recent negotiations for a new stand-by
agreement. The agreement would provide $1.2 billion over the next 12 months, and lead to the
disbursement of $450 million pertaining to a previous stand-by loan. The latter had been delayed
result of failures to meet Fund inflation and fiscal deficit targets. Argentina has not paid interest
on bank loans since March. The government says it needs about $3 billion in loans this year to
cover foreign debt interest that will not be paid by the trade surplus. After obtaining the $1.2
billion agreement with the IMF, Buenos Aires hopes to obtain the rest from the banks. At present,
consumer price inflation is running about 600% on an annual basis. Estimates of the fiscal deficit
thus far place it at around 7% of GDP, although the government's budget projects a 4.9% of GDP
deficit. In the January-March period, Argentina's trade surplus totaled $578 million, compared
to $345 million for the same period in 1987. Government officials expect a surplus of $3 billion to
$3.5 billion for the year. The Justicialista (Peronist) party, other opposition parties, and the nation's
largest labor organization, the General Workers Confederation (CGT), insist that the government
employ trade revenues for domestic development rather than to pay still more interest to foreign
banks. (Basic data from DYN, 07/01/88, 07/02/88; New York Times, 07/01/88)
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